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EXECUTIVE SUMMARY 
BELLEMONT WATER COMPANY 

DOCKET NO. W-02526A-10-0499 

Bellemont Water Company ((‘B WC” or “Company”) is located about ten miles southwest 
of Flagstaff, Arizona, in Coconino County. The Company is engaged in the business of 
providing utility water service to eight metered customers and standpipe service to non-captive 
customers. 

On May 20, 2009, Bellemont filed an application with the Arizona Corporation 
Commission (“Commission”) in Docket No. W-02526A-09-0253, requesting authorization to 
execute a loan agreement with the Water Infrastructure Finance Authority of Arizona (“WIFA”) 
in the amount of $1.75 million. 

On September 3, 2009, Bellemont filed a permanent rate application with the 
Commission in Docket No. W-02526A-09-042 1. A Procedural Order, dated October 19, 2009, 
granted the Company’s request to consolidate the permanent rate and financing applications. 

Both of the aforementioned proceedings resulted in Decision No. 71 868 which denied the 
financing application and ordered a rate decrease. Decision No. 71868 also reiterated some of 
the terms and conditions of Decision No. 70482 which included a requirement that BWC deposit 
all standpipe revenue in a separate interest-bearing account and that such funds shall be used 
exclusively for design, approval and construction of a new water source. 

At the August 24,2010 Commission Open Meeting, Klaudia Ness, BWC Secretary, made 
several allegations regarding mishandling of Company funds. The Commission subsequently 
directed Staff to investigate the allegations of mismanagement made at the Open Meeting. 

After investigating this matter, Staff found BWC and certain of its shareholders and 
officers to have violated several Commission orders, rules, and statutes as set forth in the 
Complaint filed on December 16,201 0, in this docket. Those violations include: 

1. failing to comply with Commission Decision Nos. 70482 and 7 1868, regarding 
the standpipe revenues; 

2. incurring long-term debt without obtaining Commission approval; 
3. and failing to provide a completed 2009 Utilities Division Annual Report. 

In addition, Staff determined that certain of the shareholders and officers have failed to 
maintain the formalities of a separate corporate existence as evidenced by the use of corporate 
funds to pay personal expenses and personal debt, the sale of significant corporate property 
without Corporate Resolution in advance of the sale and the acceptance of funds from said sale 
in the personal name of one of the shareholders instead of the Corporate name. 

Staff also learned through the course of the investigation that certain BWC shareholders 
continue to violate Commission orders, rules, and applicable statutes. Staff concludes that the 



continuation of these practices poses a serious threat to the Company’s financial health and, 
consequently, to the continued provision of safe and reliable water service. Therefore, in 
addition to the relief requested in the Complaint of December 16, 2010, Staff recommends that 
certain shareholders be immediately enjoined from further access to the Company funds. Staff is 
filing concurrently in this docket a motion requesting that a preliminary injunction be issued: 

(1) Enjoining the Company from allowing Brad Ness, Gloria Ness, Erik 
Ness, or Dianah Ness access to Company funds and bank accounts 
until further order of the Commission. 

(2) Enjoining Brad Ness, Gloria Ness, Erik Ness, and Dianah Ness from 
accessing all Company revenues and bank accounts until further order 
of the Commission. 

The following staff report provides the factual background to support the allegations 
made in Staffs complaint and Staffs request for the preliminary injunction. 
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INTRODUCTION 

Bellemont Water Company (“B WC” or “the Company”), a subchapter “C” Corporation, 
was incorporated in Arizona in 1989. BWC has operated under a certificate of convenience and 
necessity (“CC&Ny’) which was originally granted in Arizona Corporation Commission 
(“Commission) Decision No. 58079, dated November 12, 1992. The CC&N was conditioned 
upon compliance with Arizona law and Commission rules. The Company is a Class D utility 
providing water service to eight metered commercial customers and standpipe service to non- 
captive customers approximately ten miles southwest of Flagstaff in Coconino County, Arizona. 

On September 3, 2008, Commission Decision No. 70482 authorized the Company to 
charge a standpipe water service rate of $15.00 per 1,000 gallons. This authorization contained 
several conditions pertaining to the handling and use of the funds received. 

On September 3, 2009, the Company filed an application for a rate increase and 
application for approval to incur long-term debt from the Water Infrastructure Finance Authority 
of Arizona. The Staff report was filed on February 10, 2010, recommending a rate decrease and 
a denial of financing. On February 25, 2010, Staff filed a supplemental Staff Report clarifying 
water hauling surcharge language and standpipe conditions. 

At the August 24, 2010 Open Meeting, Company President Brad Ness and Company 
Vice President Eric Ness were present. Additionally Rodney Wilson and Klaudia Ness, BWC 
Secretary, appeared telephonically. Klaudia Ness alleged that there had been some mishandling 
of Company funds, specifically that BWC funds had been used by Company president Brad Ness 
to make payments on personal debt owed to the McClain family by certain Ness family 
members. Klaudia Ness also stated that the standpipe service meter was within Brad Ness’ sole 
control and that she was concerned that standpipe revenue was not being deposited into the 
separate standpipe service meter bank account. She stated that approximately $6,000 of 
standpipe revenue was unaccounted for. The Commission voted on the rate and financing 
applications and issued Decision No 71 868. That Decision specifically reaffirmed the 
Commission’s previous order regarding use of standpipe revenue. Additionally, the Commission 
directed Staff to investigate the allegations of mismanagement made at the Open Meeting. 
Subsequently, Staff requested that the instant docket be opened to monitor the status and results 
of the investigation. Staff filed a complaint on December 16,201 0. 

A procedural conference was held on February 8, 2011, attended by Staff and Staff 
counsel, as well as all respondents named in the complaint. A subsequent procedural order, 
issued February 16,201 1, set filing dates and a date for hearing in this matter. 

COMPLIANCE 

A review of the Utility Division Compliance section database revealed that the Company 
has not submitted a completed Utilities Division Annual Report for 2009 which was due on April 
15,2010. 
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STAFF’S INVESTIGATION 

On September 13, 2010, Staff mailed data requests via certified mail to BWC, Klaudia 
Ness, Brad Ness, Elliott Ness, and Erik Ness. On October 1, 20 10, Staff received a response to 
the data request via fax from Klaudia Ness. In her written response, Klaudia Ness reiterated 
allegations of inappropriate handling of Company funds. Company President Brad Ness and 
Vice President Erik Ness submitted responses on November 5 and November 9, 2010, 
respectively. In response to Staffs requests for information regarding proper accounting of 
standpipe sales and metered water sales, both Brad Ness and Erik Ness responded: “Still 
researching this matter in order to be in full compliance.”’ 

On October 13, 2010, Staff met with Klaudia Ness and Rodney Wilson at the offices of 
Rodney Wilson in Flagstaff, AZ, and conducted a limited review of the Company’s books and 
records. Ms. Ness and Mr. Wilson provided significant documentation to support their prior 
allegations of mismanagement. 

* On November 4, 2010, Staff conducted a telephonic meeting with Brad Ness. During 
that call, Brad Ness stated that he had used monies collected from the standpipe service to pay 
attorney’s fees related to a foreclosure lawsuit involving the purchase of shares of BWC stock 
from the McClain family.2 

On December 16, 2010, Staff filed a complaint in this docket. Various parties submitted 
written responses to that complaint. Additionally, during a 30-minute recess at the Procedural 
Conference on February 8, 201 1, Staff and respondents met and held discussions regarding the 
claims made in the complaint. 

OWNERSHIP HISTORY AND MANAGEMENT 

Prior to the purchase of any shares of the Company’s stock by the Ness family, the 
ownership of BWC, as of September 22,2005, was as follows: 

OWNER 

William Bones Investment Company (“Bob Bones”) 
George Wong 
Nona McClain (part of McClain Family) 
Donna Kertman (part of McClain Family) 
Rosalind Racher-Kirk (part of McClain Family) 
Linda Celidonio (part of McClain Family) 
Jason McClain (part of McClain Family) 

SHARES 

88,000 
28,786 
55,679 
12,500 
12,500 
12,500 
12,500 

See Exhibit 1, Responses of Brad and Erik Ness to Staff Data Request, STF 1.1 1 dated September 1 1,20 10. The 

See Exhibit 2, Affidavit of A1 Amezcua. 
response dated September 30,2010 fkom Klaudia Ness is also included. 
2 
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Lloyd Racher (part of McClain Family) 
Total 

12,500 
234,965 

Around 2006, the Ness family (Brad Ness, Gloria Ness, Erik Ness, Dianah Ness, Elliott 
Ness, and Klaudia Ness) purchased 11 8,179 shares of BWC stock fiom various members of the 
McClain family, leaving George Wong and Bob Bones as minority owners, with collective 
ownership of 116,786, or 49.7 percent, of the 234,965 shares then issued and outstanding. This 
purchase by the Ness family represented approximately 50.3 percent of the 234,965 outstanding 
shares of stock. 

In 2007, Brad Ness sold a parcel of BWC property to Mr. Lerry Oldaker for $130,000. 
Brad Ness personally received the proceeds of the sale and reportedly used $87,500 of the 
$130,000 to purchase the 88,000 shares of BWC stock previously owned by Bob Bones.3 Staff 
is unsure whether the distribution of those shares has yet been executed, as Klaudia Ness, 
Secretary, was unable to provide an updated shareholder list or copies of Stock Certificates. 

The Ness family members failed to meet their obligation to the McClains for the original 
stock purchase and, in June of 2010, the McClains filed a complaint in Coconino County 
Superior Court against Brad Ness, Gloria Ness, Erik Ness, Dianah Ness, Elliott Ness, Klaudia 
Ness, and BWC, alleging breach of contract and unjust enrichment for failure to pay the entire 
promissory note. The complaint proceeding ended in settlement, with the Ness family 
shareholders retaining their ownership. 

The Company’s current shareholders are Brad Ness, Gloria Ness, Erik Ness, Dianah 
Ness, Elliott Ness, Klaudia Ness and George Wong. BWC’s 2010 Annual Report filed with the 
Commission’s Corporations Division indicates that B WC’s officers are Brad Ness (President), 
Erik Ness (Vice President), Elliott Ness (Treasurer), and Klaudia Ness (Secretary). However, 
Staff has now been informed that BWC recently elected new officers. According to 
representations made by BWC at the Procedural Conference on February 8, 2011, the new 
officers are Erik Ness (President), Elliott Ness (Vice President), Gloria Ness (Treasurer), and 
Klaudia Ness (Secretary). To date, however, that change of officers is not yet reflected in the 
Company’s Corporations Division filings. 

Klaudia Ness is the Company’s sole employee. She is responsible for the Company’s 
day to day operations with the exception of the standpipe revenue account, which the latest 
information indicates is currently in the control of Elliott Ness. 

SUMMARY OF CONCERNS 

During the course of Staffs investigation, Staff became aware of serious operating and 
management issues at BWC. Staffs concerns include the following: 

Exhibit 3, Purchase Agreement dated October 25,2007. 
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1. Incurrence of long term debt without Commission approval. Further, this long term 
debt was incurred to pay the personal debt of the Ness shareholders and there is no 
evidence of a corporate resolution authorizing such transactions. 
Misuse and misappropriation of standpipe revenues. 
Failure to maintain the formalities of a separate corporate existence, including the 
commingling of personal and corporate funds, diversion of corporate property for 
shareholders’ personal benefit and intermixing shareholders’ actions with those of 
the corporation. 

2. 
3. 

a. Use of Company earnings to pay personal expenses of shareholders. 
b. Sale of Company property without a timely Corporate Resolution authorizing 

the sale and use of the proceeds to purchase stock without proper allocation to 
the remaining minority shareholder. 

Incurrence of Lone-Term Debt Without Approval 

A public service corporation may incur long-term debt only when authorized by an order 
of the Commission! Further, before incurring such debt, the public service corporation must 
first secure an order from the Commission authorizing such debt, and stating the amount of debt, 
the purpose of the debt, and that, in the Commission’s opinion, the debt is reasonably necessary 
or appropriate for that p ~ r p o s e . ~  

As discussed above, in approximately September of 2006, individual members of the 
Ness family purchased 1 18,179 shares of BWC stock for $150,000 from various members of the 
McClain family through a stock purchase agreement. The terms of the purchase included an 
initial down payment, a promissory note for a single payment of $20,000 one year later, and 
$1 10,000 of long-term debt in the form of a promissory note. 

From December 17, 2007, to September 23, 2009, BWC funds were used to pay 
approximately $16,590.92 of the Ness Family Shareholders’ personal indebtedness to the 
McClains.6 However, the Ness Family Shareholders did not continue to keep up their obligation 
to the McClains. In June of 2010, the McClains filed a Superior Court complaint against the 
Ness family members, and BWC, alleging a breach of contract for failure to pay in full the entire 
$1 10,000 promissory note and for violation of the security agreement associated with the original 
stock purchase. 

In order to pay the personal debt owed to the McClain family and to avoid foreclosure by 
the McClains, on August 31, 2010, Brad Ness, Gloria Ness, Erik Ness, Dianah Ness and BWC 
secured long-term financing from Steven and Janet Adams. Then on September 13, 2010, Brad 

A.R.S. Q 40-301(A). 
A.R.S. Q 40-302(B). 
Exhibit 8 Transactions by Account Report. Page 2 of Exhibit 8 (prepared by Staff) depicts separately those 6 

transactions that comprise the $16,590.92. 
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Ness, Gloria Ness, Erik Ness, and Dianah Ness amended the loan to remove the Ness family 
members and name BWC as the sole b~rrower .~  

Staff has reviewed the Company’s cases on e-Docket and has determined that BWC did 
not obtain the required authorization to issue any indebtedness. Staff is also concerned that, in 
addition to being obtained without Commission approval, this loan was used to finance the 
personal debt of the Ness family shareholders and appears to serve no legitimate utility purpose. 
Further, there is no evidence of a corporate resolution authorizing certain members of the Ness 
family to engage in this transaction. 

Misuse of Standpipe Revenues 

A.R.S. 0 40-202(L) requires all public service corporations to comply with the orders, 
decisions, rules and regulations of the Commission. 

In Decision Nos. 70482 and 71868, the Company was ordered to provide standpipe 
service subject to the condition, among others, that ‘‘[all1 revenue collected from the standpipe 
service shall be deposited in a separate interest bearing account and such funds shall be used 
exclusively for the design, approval and construction of a new water source.”* 

A review of the Company’s history in Docket No. W-02526A-09-0253 indicates that it 
had sought to borrow $1.75 million to drill a new well. The financing request was denied and 
instead the Company was directed to continue the restricted segregation of standpipe revenues 
for the purpose of providing funds for a long-term solution to the Company’s supply needs. 

According to Klaudia Ness, the standpipe has a meter on it similar to an odometer on a 
car and provides a record of cumulative activity. During Staffs visit to the offices of the 
Company’s CPA, Klaudia Ness provided a log of activity of the standpipe meter and account. At 
that time, Ms. Ness stated that Brad Ness had changed the lock on the standpipe on or about July 
23, 2010, and had sole access to the monies collected there. The log indicated that $15,274 in 
sales had been generated between July 23,2010, and October 9,2010; however, these funds had 
not been deposited in the separate interest bearing account as mandated by Decision No. 70482.’ 

Klaudia Ness and Rodney Wilson alleged that, on several occasions after collecting cash 
from the standpipe, Brad Ness went to Wells Fargo Bank with the standpipe revenues, deposited 
the cash, executed a withdrawal slip, and asked for a cashier’s check to be drawn immediately in 
the same amount. There are four such transactions shown in Exhibit 6: 

’ Exhibit 5 Loan Documentation. 
Decision No. 70482 (issued Sept. 3,2008) at 7:22-24.; Dec. No. 71868 (issued Sept. 1,2010) at 9 23-24 and 12:ll- 

12. 
Exhibit 7, Log of Standpipe Activity. Bank statements indicate that no deposits were made to the designated 

standpipe account during this period. Copies of bank statements are not included here for confidentiality reasons. 

9 
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Payee Amount 
July 29,20 10 Trevis Reich $ 2,262.00 
August 10,2010 Trevis Reich $ 2,500.00 
September 8,2010 Trevis Reich $ 4,275.00 
October 1,20 10 Pioneer Title $ 1,435.24 
Total $10,472.25 

The three payments totaling $9,037 to attorney Trevis Reich were for legal expenses. 
According to Brad Ness, he used these monies to pay his attorney's fees associated with the 
foreclosure action initiated by the McClains." According to the Transaction by Account Report, 
the $1,435.24 was to make payments on the new loan with Steven and Janet Adams." These 
payments do not represent expenditures for the design, approval, or construction of a new water 
source. 

In her response to Staffs Complaint dated December 16, 2010, Klaudia Ness stated that 
the practice of not depositing standpipe revenues had continued, the only difference being that 
the monies were now being collected by Erik Ness, the new president of BWC. Ms. Ness further 
stated that total funds missing were approximately $25,000.'* Staff reviewed the bank statements 
for the associated time periods and determined that there were no deposits made to the Standpipe 
Revenues Account until February 22,201 1 when there was a deposit of $2,253. In a letter filed 
in the docket on February 14, 201 1, Erik Ness stated that, on February 9, 201 1, he and the new 
Company vice-president, Elliott Ness, removed $1,578 from the standpipe and that, at that time, 
he gave custody of the standpipe keys, as well as the $1,578, to Elliott Ness. 

On March 7, 201 1, Klaudia Ness provided an updated log of standpipe revenues for 
BWC. The updated log indicates that, during the period July 23, 2010, through February 9, 
201 1, the total standpipe revenues unaccounted for are $26,190." As indicated in the Updated 
Log of Standpipe Activity, Klaudia Ness represents that $21,139 is missing during the period 
fkom July 23, 2010, until November 29, 2010, when Brad Ness controlled the collection of these 
revenues, and $5,05 1 is missing during the period from December 1, 201 0, through February 1, 
201 1, when Erik Ness controlled the collection of these revenues, for a total of $26,190. 

The Commission restricted the Company's use of standpipe revenues in order to provide 
the Company a source of funds for a long-term water supply solution. Staff is concerned that the 
Company will be unable to pay for needed water source infrastructure in the future if the 
standpipe service revenue continues to be used in violation of Decision No. 71 868. To date, no 
allegations have been made regarding Gloria Ness or Dianah Ness utilizing standpipe revenue 
improperly. However, as the spouses of Brad Ness and Erik Ness, respectively, Staff believes 
that Gloria Ness and Dianah Ness should also be enjoined from accessing the standpipe meter 
revenues. 

Exhibit 2, Affidavit of Alfonso Amezcua 
Exhibit 8 Transactions by Account Report 

10 

11 

'' Exhibit 9, Klaudia Ness Response dated January 10,201 1. . 
l3 Exhibit 10, Updated Log of Standpipe Activity. 



Bellemont Water Company 
Docket No. W-02526A-10-0499 
Page 7 

Failure to Maintain a Separate Corporate Existence 

Use of  Company Earnings for Personal Expenses 

Staff has identified three main areas of concern regarding inappropriate use of Company 
earnings: These concerns are (1) disbursements made directly from the Company’s checking 
account to pay the personal debt of the Ness family to the McClains (discussed above), (2) the 
misuse of standpipe revenues (discussed above), and (3) the use of the Company debit card to 
draw funds from the Company’s checking account for personal expenses. 

As previously noted, from December 17, 2007 to September 23, 2009, BWC funds were 
used to pay approximately $1 6,590.90 of the Ness Family Shareholders’ personal indebtedness 
to the McClains. These payments, apparently for the initial stock purchase transaction, were 
made to Pioneer Title directly from the Company’s checking ac~ount.’~ 

Further, as fully discussed above, Brad Ness used monies from the standpipe service to 
pay attorney’s fees related to a foreclosure lawsuit involving the personal debt of Ness family 
members for the purchase of shares of BWC stock from the McClain family. 

In regards to use of Company earnings for other personal expenses, Company 
representatives Klaudia Ness and Rodney Wilson provided Staff with copies of the Company’s 
bank statements, indicating those items and amounts which they allege are for personal expenses 
rather than costs incurred for the provision of utility service. For the period August 9, 2009, 
through September 30, 2010, Company representatives identified a total of $9,253 of personal 
expenses paid directly out of the Company’s operating account.” Most of the charges occurred 
through the use of debit cards for various items such as cell phone bills, gasoline, and trips to a 
casino, etc. 

Sale of  Land and Purchase of  Treasury Stock 

On August 30, 2007, Brad Ness entered into an agreement with Lerry Oldaker to sell a 
then landlocked parcel of land, parcel No. 204-02-001E, for a total of $130,000.’6 The parties 
did not use a title company in the original execution of the agreement. In this transaction, Brad 
Ness misrepresented himself as the legal owner of the property and received the proceeds 
personally. However, a warranty deed filed in the Coconino County Recorder’s office on 
November 13, 2007 clearly indicates BWC as the seller of the parcel.” Although a Corporate 
Resolution dated April 14, 2009, states that Brad Ness had authority to sell the property, it 

l4 Exhibit 8 Transactions by Account Report. 
l5 Allegation is supported by Company Bank Statements Showing Personal Expenses for Period of August 9,2009 
- September 30,20 10 , Bank Statements are not shown, as they are voluminous 
l6 Exhibit 11, which also includes the check stubs for monies paid from Mr. Oldaker’s business, Bellemont Truck 
Repair & Towing, Inc. 
l7 Exhibit 12, Warranty Deed filed on November 13,2007 for the transfer of parcel No. 204-02-001E from BWC to 
Lerry Wayne Oldaker. 
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appears that Brad Ness acted without the appropriate written authority at the time of the sale.” 
Further, an easement over utility company property was promised to Mr. Oldaker, but the 
easement was not memorialized in writing and recorded by the Coconino County Recorder until 
August 24,2O 10. l9 

According to Klaudia Ness and Rodney Wilson, CPA, the proceeds from the sale were 
given to Brad Ness personally. They further allege that $87,500 of the proceeds were used to 
buy 88,000 shares of BWC stock previously owned by Bob Bones, and these shares are 
reportedly being held as Treasury Stock. The Ness Family members discussed the distribution of 
the Treasury Stock, as indicated in BWC’s minutes dated June 20, 2009.’O However, a review of 
the Stock Purchase Agreement ”indicates that the purchasers of the shares are the six members 
of the Ness family and not BWC. There is no indication that any allocation of the proceeds was 
made to the remaining minority shareholder, George Wong.” 

For these reasons, Staff is unsure if the shares of Treasury Stock have been assigned to 
the members of the Ness family only, and whether the remaining minority shareholder, George 
Wong, will receive a pro rata portion of the shares of Treasury Stock, that was alleged to have 
been purchased with the proceeds from the sale of a Company asset. Staffs uncertainty 
regarding the allocation of shares of Treasury Stock is due to the absence of a current 
Shareholder List and/or Stock Certificates, along with the apparent contradiction in underlying 
circumstances whereby the Stock Purchase Agreement indicates that the shares were purchased 
by the Ness Family members, yet BWC’s Secretary states that the shares are Treasury Stock. 

A review of the Transactions by Account Report 23 indicates the difference between the 
proceeds from the sale of the land of $130,000 and the cost of buying the stock from Bob Bones 
for $87,500, is $42,500, and is reflected on the records of BWC as part of the Notes Receivable- 
Brad. 24 

STAFF CONCLUSIONS 

Staff concludes that there is substantial evidence to support a finding that: 

BWC has violated the Commission rule related to the required filing of its 2009 
Utilities Division Annual Report. 
BWC has incurred long-term debt without the required Commission authorization. 

Exhibit 13, BWC Corporate Resolution dated April 14,2009. 
l9 Exhibit 14, Easement recorded on August 24,2010. 
2o Exhibit 1,5 Minutes of Meeting on Juine 20,2009. 2o 

22 Exhibit 4, Letter from Mary Keller-Wong (filed January 10,201 1) (stating that shareholder George Wong has 
received no notice or minutes of board meetings nor received any payment of any kind). 
23 Exhibit 8 Transactions by Account Report 
24 Exhibit 8 Transactions by Account Report 

Exhibit 3, Stock Purchase Agreement dated October 25,2007 
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Brad Ness, Gloria Ness, Erik Ness, and Dianah Ness have caused BWC to incur long- 
term debt without the required Commission authorization. 
BWC has violated Commission orders related to the restricted handling and use of 
standpipe revenues. 
Brad Ness and Erik Ness have violated Commission orders related to the restricted 
handling and use of standpipe revenues. 
BWC and its officers failed to maintain the formalities of a separate corporate 
existence. 
Company earnings have been diverted for shareholders’ personal use, unrelated to the 
operations of the utility. 
Brad Ness and Erik Ness have caused Company earnings to be diverted for their 
personal use, unrelated to the operations of the utility. 
The continuation of the identified inappropriate financial practices of the Company 
and certain of its officers poses a serious threat to the Company’s financial health 
and, consequently, to the continued provision of safe and reliable water service. 

This Staff Report is intended to provide information to support Staffs Complaint of 
December 16,2010, as well as the Motion for Preliminary Injunction filed concurrently with this 
report. The relief sought by Staff is outlined in detail in those filed documents. 
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COMMISSIONERS 
KRISTIN K. MAYES, Chairman 

GARY PIERCE 
PAUL NEWMAN 

SANDRA D. KENNEDY 
BOB STUMP ARIZONA CORPORATION COMMISSION 

September 13,2010 

Bellemont Water Company 
2200 E. Cedar Ave. #l3 
Flagstaff, Arizona 86004 

Re: Staffs Data Request to Bellemont Water Company. 

To whom it may concern: 

ERNEST G. JOHNSON 
Executive Director 

Pursuant to the discussion and concerns expressed by the Commissioners on the Arizona Corporation Commission’s 
(“Commission”) August 25,2010 open meeting, attached please find a data request from Commission Staff. 

These data requests are continuing, and your answers or any documents supplied in response to these data requests 
should be supplemented with any additional information or documents that come to your attention after you have provided 
your initial responses. 

Please respond within ten calendar days of your receipt of the copy of this letter. However, if you require additional 
time, please contact Ms. Kim Battista at (602) 542-425 1. 

. .  Sincerely, 
@:, 

/+ Steve Olea 

Director, Utilities Division 

cc: Brad Ness 
3960 Pinal St. 
Kingman, AZ 86409 

Elliott Ness 
7350 Hutton Ranch Rd. 
Flagstaff, A 2  86004 

Kim Battista 
1200 W. Washington Street 
Phoenk, AZ 85007 

Janice Alward 
1200 W. Washington Street 
Phoenix, AZ 85007 , 

Erick Ness 
PO Box 3 117 
Flagstaff, AZ 86003 

Klaudia Ness 
7350 Hutton Ranch Rd. 
Flagstaff, AZ 86004 

Elijah Abinah 
1200 W. Washington Street 
Phoenix, AZ 85007 

F l Q O  WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347 



STF 1.1 

STF 1.2 

STF 1.3 

STF 1.4 

STF 1.5 

STF 1.6 

STF 1.7 

STF 1.8 

STF 1.9 

ARIZONA CORPORATION COMMISSION 
STAFF’S DATA REQUESTS TO 

BELLEMONT WATER COMPANY 
September 13,2010 

STF 1.10 

STF 1.11 

STF 1.12 

STF 1.13 

Who is responsible for the day-to-day operation of the water system? 

If Ms. Klaudia Ness is responsible for the day-to-day operations, who will run Bellemont 
Water Company (“Company”), in the event that Klaudia Ness is removed from the 
Company? Please provide a name, contact number, qualifications and experience. 

Does the water system have a certified operator? If so, who is currently the certified 
operator? Please provide documentation to support your answer. 

What is the Company’s plan to provide an adequate source of water supply now that the 
financing for the deep well project has been denied? 

Please provide current compliance status reports from the Arizona Department of 
Environmental Quality (“ADEQ”) and the Arizona Department of Water Resources 
(“ADWR”). Please provide documentation to support your answer 

Does the Company still plan to sell its stock? If so, please provide name(s) of tentative-.’ 
buyers. Please provide relevant documentation. 

Please provide a status on all pending litigation proceedings before the Coconino County 
Superior Court. Please provide related documentation. 

Please identify all upcoming Superior Court proceedings and relevant dates. 

Is the Company maintaining its books and records in compliance with the National 
Association of Regulatory Utility Commissioners Uniform System of Accounts? If 
available, please provide documentation to support your answer. 

Is the Company experiencing any detrimental impact(s) to operations as a consequence of 
recent events? Please provide documentation to support your answer. 

Do you have any reason to believe that standpipe sales have not been properly accounted 
for? Please provide documentation to support your answer. 

Do you have any reason to believe that metered water sales have not been properly 
accounted for? Please provide documentation to support your answer. 

(\ Please provide dates, between the months of September and October of the year 2010) 
when the Company would be available for Cofi iss ion Staff to examine the water system 
and Company’s books and records. 

.-.. 
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11/09/2010 05: 34 9286921616 MAILBOXES NET 

/- 
t 

From: Bellelnont Water, h c .  
E& Ness, Vice President 
3960 N. Pinal Street 
Kinman, A2 86409 
(928) 220-1081 

Qate: //-- q- Z&/O 

Message: 



MAILBOXES NET 
EXHIBIT 1 

PAGE 0 2 / 0 3  

“- . 

11-9-2010 

From: Bellemont Water, Jnc. 
Erik Ncss, Vice President 
3960 N. Pinal Street 
Kingman, AZ 86409 

To: Arizona Corporation Commission 
Attention: Ayesha Voka 
Attention: Kim Battista 

STF 1.1. Klaudia Ness, Elllion: Ness 
Erik Ness, and Western Technologies 

STF 1.2 Elliot: Ness or Erik Ness, Rodney Wilson, 
CPA, and Western Technologies 

._ 
‘*A”- 

. * .+  X&!, 

STF 1.3 Yes, Westem Technologies 

STF 1.4 Researching a high yielding , shallow well. 
(Cost effective) Since we have been denied 
by the ACC. What are your thoughts 
regarding this matter? Since the drought has 
lessened, our water sources have been 
sufficient. 

STF 1.5 These documents should have been 
provided by Klaudia Ness. 

STF 1 .G A.t .this time, there are no perspective buyers. 



11/09/2010 05: 34 9286921616 
. . , .  MAILBOXES NET 

EXHIBIT 1 
PAGE 03/03 

STF 1.7 This matter has been settled. 

STF 1.8 No dates. This matter has been settled. 

STF 1.9 Xes. Documents can be provided by Rodney 
Wilson, CPA. 

STF 1.10 No, This matter has been settled in STF 1.7 
and STF 1.8. 

STF 1-11 Still researching this matter in order to be in 
fidl compliance. I7 Erik Ness, have never 
been. granted access to the books. 

5XF 1.32 Still researching this matter in order to be in 
hll compliance. 1, Erik Ness, have never 
been granted access to the books. 

STF l.13 This m.eeting was completed w.ithout my 
notification to the rest ofthe board 
members. 

8, Erik Ness, have not received any information regarding 
Bellemont Water fkom l[Uaudia Ness, who has Tu11 control 
ofthe post office box. 

1 did not even receive this document. until it was mailed 
directly to my home address, wh.kl.1 T received on 11-6- 
201 0. 

'\ 



, 
, 11/05/2010 04 :35  9286921616 

~ ~ ~~~ 

MAILBOXES tIET PM3E 01/04 
EXHIBIT 1 

From: Bellemont Water, Inc. 
Bradley Ness, President 
3960 N. Pinal Street 
Kingman, A2 86409 
(928) 279-2967 

'-3 

+ /-/ .z c/ ?d(, &/q7c / /2 -& LLfD7/,?7/ 22/2q 
Attention: \ /Ad7  f]A, 

1 
/ 
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i 

From: 

To: 

Bell(einoi7t Water, Inc. 
Bradley Ness, President 
3960 N. Pinal Street 
Kingman, AZ 86409 

Arizona Corporation Commission 
Attention: Ayesha Voha 

STF 1.1 Klaudia Ness, Elliott Ness 
Erik Ness, and Western Technologies 

STF 1.2 Elliott Ness or Erik Ness, Rodney Wilson, 
CPA, and Western Technologies 

STF 1.3 Yes, Westem Technologies 

STF 1.4 Researching a high yielding , shallow well. 
(Cost effective) Since we have been denied 
by the ACC. What are your thoughts 
regarding this matter? 

STF 1.5 These documents should have been 
provided by Klaudia Ness. 

STF S.6 At this time, there are no perspective buyers. 

STF 1.7 This matter has been settled. 



,11/05/2010 04: 35 '3286321616 

STF 1.8 No dates. This maser has been settled. 

STF 1.9 Yes. Documents can be provided by Rodney 
Wilson, CPA. 

STF 1-10 No, This matter has been settled in STF 1.7 
and STF 1.8. 

STF 1-11 Still researching this matter in order to be in 
full compliance. 

STF 1.12 Still researching this matter in order to be in 
full compliance. 

PAGE 03/04 
EXHIBIT 1 

STF 1.13 Th.is meeting was completed without any 
notification to the rest of the board 
members. 

I, Brad Ness had a previous recorded conversation with 
Ayesha Voha and Camel Hood that Klaudia Ness does not 
share any information with the rest of the board rneinbers. 

As per the conversation, T gave my address and phone 
number believing that 1 would have been notified o f  any 
future meetings. 

2 
Note: 1 believe based on that meeting you are forcing me 
as the President, to make decisions that I am not prepared 
to make at this time. I am doing so against my will. 



11 /05 /2010  84: 35 3285321515 MAILBOXES b.IET 

i 

Note: 
provide and maintain the highest water quality and service 
to all of our customers. 'At t h i s  time, we feel we are doing 
an excellent job of this, and will continue to do so. 

This Board's number one responsibility is to 

PAGE 9 4 / 0 4  
EXHIBIT 1 



EXHIBIT 1 

(Response of Klaudia Ness) 



p. 6 1  
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j2, The runeta 
one who can amma the ~ c w u n t ~  receivable though the pmt afftce at this time. 
Bcsause of truast issu%s with BrmI Ness, I have had the post office hold the mail, 
and 1 srn the only one who c a n  retrieve the checks from the mabred C U ~ ~ O ~ W S .  
This has not stopped hlm however, from uslng the bank account like a personal 
amurit. 

water mtes have been properly accatsntd for. I am the only 

13. I have included a copies of the bank statements faor the months of August 
and Septhsmber showing the multitude sf pemonal expenses. You can rsach me 
at any time 928,220.0350 to set up a time to ga ovw the books and remrds, 

As a final note, I would like to say that 1 am hopeful that the company will sell to 
the ahaw mentioned gerty. Bred Ness has nh, idea haw to mfl or operate this 
company, and has m f y  w w ~ b d  to make a prafd from this company and does not 
have the campany'$ k s t  inb~@$t at heart. I believe that the ktterested purchaser 
of the mrnparny wtll be a positive move in the right direction. ft is my knowladge 
that I will b f ~  working with him to move the company forward. The absenca of 
Bred and Erik Ness is the best thing that could happen at this present time. I will 
work to the best of my ability ta p the  company in campliance and mrrrain in 
gaad stmding, 
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5 

6 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

EXHIBIT 

BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 

SARY PIERCE, Chairman 
BOB STUMP 
SANDRA D. KENNEDY 
PAUL NEWMAN 
BRENDA BURNS 

IN THE MATTER OF THE INVESTIGATION OF 

COMPANY, AN ARIZONA PUBLIC SERVICE 
CORPORATION, AND BELLEMONT WATER 
COMPANY SHAREHOLDERS BRAD NESS, 
GLORIA NESS, ERIK NESS, DINAH NESS 
‘AKA DIANA NESS), OPERATING AS AN 

N FACT, TO COMPLY WITH ARIZONA 
STATUTES AND COMMISSION RULES AND 
REGULATIONS. 

rm FAILURE OF BELLEMONT WATER 

~ O N A  PUBLIC SERVICE CORPORATION 

DOCKET NO. W-02526A- 10-0499 

AFFIDAVIT OF ALFONSO AMEZCUA 

ALFONSO AMEZCUA, being first duly sworn upon oath, states deposes and says: 

1. I am employed by the Arizona Corporation Commission (“Commission”) as a Public 

Utilities Consumer Analyst I1 in the Utilities Division. 

On November 4, 2010, I attended a conference call with Brad Ness, President of 

Bellemont Water Company (“BWC” or “the Company”). 

During the conference call, Brad Ness stated that he had used monies collected fiom 

the standpipe service meter to pay attorney’s fees related to a foreclosure lawsuit 

involving shares of BWC. 

During the conference call, Brad Ness was asked by the Arizona Corporation 

Commission Utilities Division Staff to voluntarily cease accessing Company 

accounts, including the standpipe service. 

2. 

3. 

4. 

... 

... 

... 

... 



1 

2 

3 

4 

5 

6 

7 

8 

9 

I. 0 

I. 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

EXHIBIT 

5. Brad Ness stated that he would not agree to voluntarily cease accessing Company 

accounts, including the standpipe service. 

Further, Affiant sayeth not. 

-I$ 
SUBSCRIBED AND SWORN TO before me this 7 day of April, 201 1. 

(hQUc4- \2,2o\z 
Mtary  Expil’ation Date 

1 

- - - I  

BY - 0. m a  i 

Notary Public 

2 

V 
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October 25, 20117 





EXHIBIT 3 







FOR #OD AND VP I 

EXHIBIT 3 
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January 10,201 1 
10426 W. Harmont Dr. 
Peoria, AZ 85345-7543 

Arizona Corporation Commission, 
1200 W. Washington St. 
Phoenix, Az 85007-2927 

Re: Docket No. W-02526A-10-0499 
Attention: Kay Mecca Docket Control 

~~ 

__ EXHIBIT 4 

Arizona Corporation Comrnissrm 
DOCKETED 

JAN -1 1 20tl  

To Whom It May Concern: 

Please forgive the delay in answering this notice. 
Receiving a letter fiom the corporation coIl3mission regarding h u d  is very upsetting. I 
was looking for help to reply correctly to your letter but am doing so myself. George 
Wong is not deceased. 

Over a year and half ago a letter was received by w from the Ness family. It essentially 
threatened us to GIVE them the shares we have in this company Belmont Water or else it 
would cost us. Receiving threats is upsetting and does not show good business sense. 

My husband was in business with the McClain family and was not aware that any part of 
their ownership had been sold. No minutes of meetings or directorship meetings ever 
came our way. This company just existed as far as we were aware. No money was ever 
paid to us. 

Alas hearing that these people have used a loan directed to the company for their own 
needs is beyond anything we could imaghe. 

We have not conversed with these people and have not been aware of any of theb 
business decisions. 

My husband has been in long term care for 3 years now. I hope that this can be resolved 
without adding further hardship to this f d y .  

N a - 
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P t - r ’  . 
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EXHIBIT 

September IS, 2010 

El Uosing Package 

We would tike to thank you for the clpporWnity of serving you and hope that: you will 
contact us again for your escrow and titie needs. 

hohn R. Kuben 
Escrow Oficer 



EXHIBIT 5 

Check No, 017710 

Refund 



EXHIBIT 5 

DISBURSE DATE 

SUMMARY OF BORROWER'S TWlf\lS&CTIUN K. SUMMARY OF SELLERS TRAMSACTION 
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", ....... ____ ... "~ _.-_ _.__.____-m,vmw..x "__I-- -.--A_. ....... .... - ......... .- .... . ____ 
s nao tn ! 

b - "  



EXHIBIT 5 

INEtALS: 
Printed by John R Kuban ox 39115~10 a! lfl:%:l8 AM 



A 

B. 

6, 

D. 

E. 

Page 1 of6 
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EXHIBIT 5 
3 . 5, 

I 
i 



i 

21. Time of thz Essence. Time is exprassIy declared to be of the essence of &is 
Agreem enf. 

Page 5 Q f 6  
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fax  mEnchiite 2 EXHIBIT 6 
P 8/10 
Page 2 of2  

p 
0 

L .  

. 
Copyright 0 2002-06 Wells Fargo & Company. Ail rights reserved. 

I 

1 ttps://oi bservices.wcilsfargo. com/OIB/ControllerServiet 10/13/2010 i 



f a x  machine 2 928-774-1237 2, 87793566 EXHIBIT 6 
P 9/70  
Page 2 of 2 

1-1_ I 

Copyright 0 2002-06 Wells Fargo & Company. All rights wservsd. 



fax machine 2 928-744-1234 zz 87753566 

PAYTO THE ORDER OF ""TEVIS REiCH *** 

PROCESS SAME DAY AS lSSUED 

0372701697 

Credit Copy 
JutyZS, 202b 

I 

--- . 
Copyright @ 2002-06 welk FarcJo & Company. All right$ resewd. 

--(__.- .... 



fax machine 2 5 R H I B I T 6  

Page 1 of 1 

I ., ,. , 
- 1 . .  1 

ittps://oibservices. weIlsfargo.com/OIB/PrintIma~~.j sp 



i e x  rnacnine 2 

037270qf27 
Credit copy 

August 10,2010 

-...., 
Copyright Q 3.002-06 Wells Fargo & Company. All rights reserved. 

.. - ,. I-. 

Page 1 of2  

I ttps://ui bservices . we1 1 s fargo. comdOIB/C ontro ller Scrvl et 



fax machine 2 
Page 2 of2 

9010 

I .  

m y r i g h t  0 2002-06 Wells Fargo & Company. All rlghts rkerved. 



Page 1 of2  

/..- 

CASHIER'S CHECK 

vMc)rfwERusc 4 * r m  

MOM-NEGOTIABLE .. . ._ __  

. .  . .  

. .  
... . 

Copyright 0 2002-06 Welk Fargb & Company. All rights resewed. 

10/13/2010 I 



4 

I I '  .. . 

I .  . 



2070-10-13 13:47 f a x  machine 2 828-714- 'I 23'1 .P> 87793566 

PAYTO THE ORDER OF *"PIONEER TITLE ** 
*"RE: BELLEMONT WATER, BRADLEY NESS *** 

"St ,435.24*" 

f 

Copyright 0 2002-06 Wells Fargo & Company. AI! rights reserved. 
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EXHIBIT 8 
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EXHIBIT 8 

Prepared By Staff 
To Summarize Payments to Pioneer Title 
For Benefit of Ness Family members 

DATE AMOUNT 
12/17/2007 $ 924.04 

1 / I  8/2008 924.04 
3/18/2008 924.04 
411 8/2008 924.04 
5/15/2008 924.04 
6/25/2008 1,386.08 
6/30/2008 420.20 
7/31 /2008 924.04 
8/18/2008 924.04 
9/25/2008 924.04 

10/22/2008 924.04 
1 1 / I  4/2008 924.04 
4/10/2009 924.04 
511 8/2009 924.04 
611 812009 924.04 
7/15/2009 924.04 
8/22/2009 924.04 
9/23/2009 924.04 

Total $16,590.92 

Source: Exhibit 8, Page 1 of 2 

Exhibit 8 
Page 2 of 2 
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EXHIBIT 9 

January 10,201 1 RECEiVED 

Arizona Corporation Commissigd JM 12 p 12: 22 
;a/ t;;;;p CGt,.:-: ;,, , 

1200 W. Washington 
Phoenix, AZ 85007 DOCKET C O H  FliSL 
Attn: Docket Control 

Re: Docket No. W-02526A-10-0499 

Klaudia Ness 
7350 Hutton Ranch Rd. 
Flagstaff, AZ 86004 
928.220.0350 

Arizona Corporation Commission 
DOCKETED 

JAN 1 2  2011 

Dear Commission and All Relevant Staff Members: 

I am personally responding in regard to the complaint received against the 
shareholders Brad Ness, Gloria Ness, Erik Ness, and Dianah Ness. I am in full 
agreement and acknowledgement of this complaint, and would like to take a 
moment to respond to the letter docketed on January 6,201 1, by the above 
mentioned shareholders of the Bellemont Water Company. 

I would like to state that at the closing of the letter, my name, and my husband 
Elliott's name was on the letter. We did not have any knowledge of this letter 
until we found it on the ACC website, or any meeting being held, and our name 
should not have been on that letter. Also, allegations made against me are not 
true. I have given Brad Ness copies of Bellemont Water Documents as ordered 
by the court, and have not held any meetings regarding the company without 
them. Lastly, have not taken the company "hostage". I am merely doing my job, 
and am protecting the interests of the company. I have no interest in answering 
phone calls and listening to allegations as well as distasteful messages left on 
my phone by the Ness family. 

The company has not changed with Erik Ness as president. The same method 
of operation is still continuing. Erik Ness has complete control of standpipe 
revenue, and has not made any deposits of that revenue that total over $3000.00 
since he took over as president in November, 2010. As a reminder, approx. 
$25,000.00 in standpipe revenue is unaccounted for since they gained control of 
that revenue in July, 2010. Deposits of "unknown" origin ... l assume standpipe 
monies, are being deposited into the general account, and are being used to pay 
the "new loan" through Bellemont Water Company. Erik Ness continues to pay 
his cell phone bill with the company money through the general account as well. 
If Erik Ness continues to have access to the company money, the funds will 
continue to be mishandled. 

, 



The prospective buyer may contact me directly regarding any information 
needed upon making a decision regarding the purchase of the company. I do 
not trust the Ness family with accessing the bank accounts as they have proven 
time and again the co-mingling of personal expenses with company expenses. It 
is clear that they have no regard for the orders and compliance issues set by the 
ACC by their actions and admittance of misusing standpipe and metered 
revenue. 

I have explained to this family numerous times, that Bellemont Water Company 
has to be run according to NARUC guidlines as well as compliance through the 
ACC, and they have refused to do so. 

It is my opinion that it would benefit Bellemont Water to be sold. I would 
hopefully maintain my position, and continue to help any new buyer move 
forward in the right direction. If it continues to be owned by the Ness family, the 
company will be run into the ground with complete disregard of the Arizona 
Corporation Commission. As they stated in their letter, "BWC is a very small and 
poor company trying to abide by big corporation laws." They truly have no idea 
how to run this company. 

I am requesting that I maintain my position as secretary of Bellemont Water 
Company, and Brad, Erik, Gloria, and Dianah Ness be restricted from all bank 
accounts, and the standpipe revenue, and that the company be sold as soon as 
possible ... much sooner than 90 days. It only means 90 more days of misuse of 
company funds. 

Sincerely, 

Klaudia Ness, Secretary 
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EXHIBIT 11 P.4 

Purchase Agreement 

August 30,2007 

This agreement serves as a purchase agreement between Lerry 
Oldaker, purchaser, and Bradley Ness, seller, regarding the sale of 
parcel# 20442-001E, which is approximately one acre, for the amount 
of $13O,OO0.00 with a down payment of $25,000.00 payable on 8-31- 
2007; leaving a balance $105,000.00 due on or before September 
14,2007. 

I 

This agreement includes 200 tons of abc material delivered to the 
above property mentioned, on or before the date determined by the 
purchaser. This property & purchased knowingly "as Is", and seller is 
not responsible for any other improvements wlth the acception of the 
material mentioned above. 



Oct 14 10 11:48a 

Vendor Bradley Ness 
Date Received 08/3012007 
Bill Na 204.02-001E 
Memo 

Bill €€istory 

Bill Due 08/30/2007 
mu Amount 25,000.00 

P.3 

& 

10/14/2010 103 1 AM 
b 

Payments and Crcditr 

. . _ I .  Number Amount Bill Bdance nP Datc 

-25,OaO.flO 0 00 Payrma1t O ~ O j 2 0 0 7  3249 

""' --:.- 



Oci 14 10 11:48a EXHIBIT 11 P.1 

Bellemont Truck Repair & Towing, Inc, 
Physical Address 
Mailing Address P.O. Box 16227 

Office - 4860 N. Ken Moray Drive, Suite W 

Bellemont, Arizona 86015 

Phone Number (928) 2144700 
Fax Number (928) 214-0800 

FAX TRANSMITTAL FORM 

To: Tony Cullurn Law, P.C. From: Dawn 
Name: Guy Echlund Date Sent: 1 0 J W l O  
Phone: 7744614 Number of Pages: 4 
Fa: 774-2082 

,m,r-..Sirnm5 .ilX...-l C * r - u n r y * r ~ u r ~ . r . , . ~ . =  .-7. .. .I- _. I )  ..*1 U-YIIU-. ,.-A L7,,-,U-~-z-.*~.5.-2 _VI__- 

This is all the Information that I ham on Bellemont Water Company. I 
have no copiers of the checks but the history provided has the check 
numbers, date paid, and paid to Bradley Ness. 

Any question call, 

Secrehmry I Treasumr 

I 



I Oct 14 10 11:48a 
P.2 

Veador 

D8W Received 
Bill Na 
Memo 

Bradley Nss 
09/14/2007' 

Bill History 

Bill Due 09/14/2007 

Bill Amwnt 105,000.00 

Payments and Cwdltr 

TYP Date Number A m O U n l  BIU Balance 
Payment 09/14/2007 3273 -1 05 .ooo.oo 0.00 

Page 1 
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EXHIBIT 
*- 

t J 
Above Space Rerenred far kca&g 

JSF required by your jurisdidon, list &vt the name & ad&% of: l} where to return this form; 2) pieparer. 31 par@ requesting tecosrilng.] 

.................................. ........................................................................................................................ 
Date of this Document: I / -  13 -0 7 

Reference Number af Related Documents: 

Abbreviated Legal Desaiption (Le., lot, block, plat, o m  ion, township, range, quarterlquarter or unit, building and 
condo name): S-LL L - h i b t + -  A- 
Assessor’s Property Tax ParcdlAccount Nurnber~s): a q  - e 2  “LO I E. 
.............................................................................................................................................................. 
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d 34657bd Pages: 2 d 3 11/132OO7 04:46:48 PM 

Grantor, for itself and its heirs, hereby wenants with Grantee, ks heirs, and assigns, that Grantor is M y  seized 
in fee simple Gf the abovedescribed premises; that it has a good right to convey; that the psetmk are free fpm 
all encurnbmrms: that Grantor and its hdis, and all persons acquiring ariy interest in the properly granted, through 
or for Grantor, will, on demand of Grantee, or its heirs or assigns, end at the expense of Grantee, its heirs or assigns, 
execwe any instrument necessary for tfie hurther w r a n c e  of the title b h e  premises that may be reasonably E ~ U ~ F &  
and that Gmtor and its heirs will forever warrant and defend all of &e prop@ so granted to Gmtee, k Mk, and 
assigns, against every perscjn lawfully Ctdrnring the same or any part thereof. 

Being the same property conveyed to the Grantor by deed of -I dated 
I ma.--. 

WITNESS the hands and seal of said Grantor this day of 

. .’ 

Grantor 

5tate of Artmm ) 

County of h n i n u  1 1 

8- d, 
k e t n  mqqmb. , personalty 

, personaliy b n  to me (or 
proved tD me on the basis dsatiSfaEtDly evidence) to be the person(s)iwhose namefs) is/are &mibed to the 
within instrument and acknowledged to m e  that  hdshehhey ~ m t e d  the same in hlslherithelr authomed 
capaaty(ies), and that by hiiherltheir signature(s) on the instrument the penm(s), or the entity upon behalf of 
which the person(s) acted, executed the instrument. 

ARiant 
iD Prod 

Page 2 of 2 
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CORPOMT& RESOLUTION 
OF 

RELLEMQNT WATER COMPANY, INC. 

I am the Secretary of the Bellemont Water Company, Inc., an Arizona 
corporation, as verified by the attached Arizona Corporation Commission corporate 
inquiry (Exhibit A). 

This Resolution shall certify that Brad Ness is the President of the 
Bellemont Water Company, Inc. as verified by the corporate inquiry attached hereto as 
Exhibit A. This Resolution shall also certify that Brad Ness had the authority to sign the 
deed transferring ownership of the property identified as Coconino County Parcel No. 
204-02-00lE to terry Wayne Oldaker pursuant to the Deed attached hereto as hhibit 6, 
recorded in Instrument No. 3465709, records of Coconino County, Arizona. 

DATED this /q day of April, 2009. 
A 

Klaudid Ness, Secretary 
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EXHIBIT 14 
:L 

Official Records of Coconino County 3571736 
Candace Owens - Recorder 88/24/2010 03:47 PPI Pgs: 7 

When Recorded, Return to: 
Tony S. Cullum, Esq. 
14 E. Dale Avenue 
Flagstaff, AZ 86001 

ACCESS AND UnLrrV EASEMENT 

GRANTOR: 

GRANTEE: d DAWN MARIE 
OF THE LERRY W. 

and REEFER 2, LLC, an 

on Exhibit 6 and Exhibit C and 
successors & assigns 

m of $10.00 and other valuable consideration, 

ed, Grantor hereby grants to Grantee and their 
d reserves unto Grantor, a non-exclusive easement for 

utilities, over, across and under the following 

uated in Coconino County, Arizona: 
ingress, egres 

easement Exhibits "A" and "A-1" attached hereto) 

is easement shall run with the land and be for the benefit of Grantee's 

Exhibit " 6  and Exhlbit "C". 
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BELLEMONT WATER COMPANY 

The foregoing Easement wa 

COMPANY, an Arizona corporation. 

2 

! 
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oration 

IlC . 
LEGAL DESCRIPTION: 

A parcel of land, said parcel being a porti 
of land described in Docket 1502, Page 859 

East, and the Northeast 1/4 of Section 
Range 5 East, Gila and Salt River Merid 
Arizona. 

thence N 7 0 °  12' 41" W, along 
Parcel (R), f o r  a distance of 

thence N 64O 47' 13" E for a d 13.13 feet to a 

thence S 19O 47' 07" W 
distance of 80.00 feet 

said East parcel line, for a 
t of Beginning, 

feet, more or  less, 
d over the above mentioned 
", which is made a part 

P.O. Box 1401 / Flagstaff, Arizona 86002 I (928) 774-5058 I FAX (928) 774-3089 
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A parcel of land, said parcel being a portion of that parcel 
described in Docket 1502, Page 859 of the Records of Coconino 

County, Arizona, situated in the Northeast )$ of Section 2, 

Gila and Salt River Meridian, 

Township 21 North, Range 5 East, and the 
35. Township 22 North, Range 5 Ea 

(I 

P.0, BOX 1401 / Ftagstaff ,  Arltona 86002 / (928) 774-5058 / FAX (928) 774-3089 
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Exhibit B 

PARCEL NO. 1: 

A portion of Section 35, Township 22 North, Range 5 East and Section 2, Township 21 No 
5 East of the Gila and Salt River Base and Meridian, Coconino County, Arizona, describe 
follows: 

COMMENCING at the common corner to Section 35 and 36, Township 22 Nor 
Section 1 and 2, Township 21 North, Range 5 East of the Gila and Salt River B 
Coconino County, Arizona; 

Thence North 89" 54' 32 West, along the Township line of Townships 
is the Basis of Bearings for this description), a distance of 2,035.57 fe 

Thence North 69" 25' 20" West, a distance of 71.69 feet to the TRUE 

Thence South 70" 11' 11" East, a distance of 154.39 feet; 

Thence North 19" 48' 49" East, a distance o 

PARCEL NO. 2: 

feet to the TRUE POINT OF BEGINNING. 

f the Gila and Salt River Base and 
, lying 30.00 feet on each side of the 

Northeast quarter of the Northeast quarter of said 

t h  line of the Northeast quarter of the Northeast 
feet to a paint on the Northerly right-of-way line of the 

" 10' 58" West, a distance of 3,028.86 feet to the common corner of 
certain "Record of Survey of Bellemont Properties", conducted by 

3" East, along the common line of said Tracts 3 and 4, a distance ofM1.06 
T OF BEGINNING; 

5 feet, and the TERMINUS of said easement. 

EXHIBIT 14 

asement for ingress, egress and utility purposes, created by instrument recorded in Docket 1624, 
502, records of Coconino County, Arizona, being a portion of Section 35, Township 22 North, 
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Range 5 East and Section 2, Township 21 North, Range 5 East of the Gila and Salt River Base and 
Meridian, Coconino County, Arizona, being 60.00 feet in width, lying 30.00 feet on each side of the 
following described centertine: 

i 

COMMENCING at the Southeast corner of the Northeast quarter of the Northeast quarter of said 
Section 2; 

quarter of said Section 2, a distance o f  536.78 feet to a point on the Northerly 
A. T. & S. F. Railroad; 

Northland Exploration Surveys, lnc., dated August 6,1985; 

Thence North 19” 49’ 33” East, along the 

Thence, continuing along said line, North 

feet to the TRUE POINT OF BEGiNNING; 
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n 

follows: 

FROM the North 
said Section 35; 

Thence North 89” 54’ 32” West, along the Section h e  
2,035.57 feet, to the TRUE POINT OF BEGINNING; 

Thence North 6 9 O  04’ 04” West, a distance of 

Thence North 6 9 O  25’ 20” West, a distance 
described in Docket 192, Page 860, reco 

Thence South 19 
273.51) feet to th 

Thence South 7 

Thence North 1 9 O  4 

Thence North 69” 

on 2 and 35, a dbtmce of 

he Northeast comer of a parcel 

previously mentioned parcel, a distance of 

.13 feet to a poiat; 

27133 feet to a point; 

ce of 62.46 feet to the TRUE POINT OF BEGINNING. 
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EXHIBIT 15 

Bellemont Water Company 

Minutes of Meeting 

Date: 6-20-09 

Time: 1028 a.m. 

In attendance: Brad Ness, Gloria Ness, Elliott Ness, Klaudia Ness, Erik Ness, and Dianah Ness 

Meeting called to order at Little America dining room @ 10:28a.m. 

Brad asked if anyone had any questions ... No questions. Brad began by discussing the distribution 
of the Treasury stock, 38%, owned by Bellemont Water Company, obtained by purchasing the 
shares of Lorie Holly. His proposal is to distribute the stock evenly as a "bonus" among all the 
current shareholders which will equal 30%. Klaudia asked for clarification if it was Brad and his 
wife, Elliott and myself, and Erik and his wife. Brad's response was "Yes". 

Brad further explained that this will leave 8%, purposely left in there for future purchase, but 
mostly for the benefit of Elliott and Klaudia in the event Brad and Erik are bought out. The buy out 
would include the shares of Brad and his wife, and Erik and his wife. 

Brad also made mention of the stress in our family regarding our partnership in Bellemont Water, 
and agreed that himself and Erik will be bought out because of it. 

Brad went on to say the possibilities for Bellemont Water Company. He made mention of 
improvements needing to be made. 

Brad explained that it would be in the best interest of Elliott and Klaudia to obtain the shares 
owned by George Wong, who is the estimated 12% shareholder. 

Brad also expressed his concern of how expensive Rodney Wilson's accounting is. Rebuttle from 
Klaudia explaining how much Rodney does for the company. Dianah mentioned "sowing good 
seeds" and followed up with hear say regarding Rodney Wilson's character. Klaudia Ness again 
spoke of his expertise, and ended with a no comment. 

Brad made mention of the the McClain's balance we owed, and also the balance left by the 
McClains to Rodney Wilson which is 38k. 

Brad then asked who all was in favor of the "bonus" stock. All ayes with one stipulation from 
Klaudia on behalf of herself and her husband Elliott. It has to be done legally, and in an orderly 
manner. She also explained that not doing things legally of this type of nature can come back in a 
bad way. Klaudia made mention about Brad's authority that told him to do this, and said it could be 
done. Klaudia's response was that this authority should have been present. 

Meeting adjourned at approximately 1 1 :45. 

i 
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